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I. Comparing Census and Moody’s Measures of the Highest Debt States 
Measured in Per Capita Terms 
 
At the Commission meeting on October 21, we presented comparisons of two 

alternative measures of the top ten highest per capita debt states, one based on 

Census Bureau data and the other on Moody’s data.  In that presentation, the Census 

data came from 2007, whereas the Moody’s data from 2010.   Treasurer McIntire 

requested that 2007 data from Moody’s be used to improve comparability.   

The revised table is below.  The conclusions are not changed.  Washington is 

5th by one Census measure and 16th by the other; whereas, Washington is 8th by the 

2007 Moody’s measure (Washington was 7th by the 2010 Moody’s measure).  The 

highest debt states tend to be the same regardless of the breadth of the debt 

measure.  Of the 10 states listed by Moody’s based on net tax supported debt, eight 

also appear in the list of the 10 states with highest state and local government long-

term debt, as measured by the Census Bureau.  Of the 10 states listed by Moody’s 

based on net tax supported debt, seven also appear in the list of the ten states with 

highest state government long-term debt excluding private purposes, as measured 

by the Census Bureau. 
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II. Regression Analysis of State Government (only) Debt and Relative Position 
of Washington State 
 
Treasurer McIntire also requested a regression analysis of interstate per capita debt 

levels that only examines state government debt.  Our debt analysis (as opposed to 

analysis of new bond issues in 2008 – 2010) is based on Census Bureau data over 

the period 1992 to 2007.   In this approach, a variable is included to represent every 

state except Washington.  A positive (and statistically significant) coefficient on any 

state’s dummy variable indicates whether that state has more debt relative to 

Washington, after adjustment for the differences in the economic, social, and 

political variables between those states.  Similarly, a negative (and statistically 

significant) coefficient indicates that debt in that state is less than that in 

Washington, after adjustment for the differences in the economic, social, and 

political variables between those states.  

The full regression results are on the following page.  The states with positive 

coefficients (and statistically significant) on the dummy variable – indicating states 

that have greater per capita debt than Washington after adjustment for the 

differences in the economic, social, and political variables between those states – are 

Alaska, Connecticut, Delaware, Hawaii, Massachusetts, New Hampshire, New Jersey, 

New York, Rhode Island, and Vermont.  All of these states, except New Hampshire 

and Vermont, also appear in the simple lists of states with per capita debt above or 

about the same level as Washington.  Through this analysis, it appears that 

Washington has the 11th highest per capita debt, again adjusting for economic, 

social, and political differences in circumstances. 
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III. Objective Reasons for a State to Spend More in Debt Financing 
 
Treasurer McIntire also asked whether the data show if there are objective reasons (not 

political) for the state to spend more or less in debt financing.  The statistically 

significant coefficients on economic variables in the regression analysis suggest one 

possible approach to this query. 

In examining only state debt in the previous regression, we find no statistically 

significant influences besides state-specific effects described above and a growth in 

state debt across all states from 1997, to 2002, to 2007.  Extending the regression 

analysis of debt through 2007 to include both state and local governments shows two 

additional economic factors that seem significantly related to debt.  First, a larger 

fraction of the population enrolled in public schools is associated with greater per capita 

state-local debt.  Second, greater revenue from the federal government is associated 

with less per capita state-local debt, which suggests that state and local governments 

see debt and federal aid as substitutes. 

The regression analysis of state government borrowing during the 2008 – 2010 

period identifies three objective economic factors that contribute to greater per capita 

borrowing.  First, a larger fraction of the population enrolled in public schools is 

associated with greater per capita borrowing.  Second, greater state GSP (income) is 

associated with greater per capita borrowing.  Third, states with greater relative fiscal 

balances tended to borrow less. 

Combining all of these results, one can begin to see several objective economic 

reasons for a state to borrow more or incur more debt: 
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 (1) A state might borrow more to serve the K-12 public school population, either 
to adjust to growing enrollments or to replace older, depreciating facilities. 
 
 (2) Higher income states seem likely to borrow more or have higher debt simply 
because they also have higher amounts of public spending.  If residents have relatively 
high incomes, they demand relatively more public services, which requires more public 
infrastructure. 
 
 (3) Third, states might borrow more or incur more debt if they have relatively 
lower alternative revenues, including relatively low federal aid and low state fiscal 
reserves relative to the budget. 
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IV. Use Regression Analysis to Show Influence of Local Debt Issues on State 
Debt Issues 
 
Finally, Treasurer McIntire asked whether our statistical analysis could say anything 

about how the issuance of local debt in a state influences state debt.  We interpret this 

as the suggestion to run the same regression analysis as reported above, but include 

another explanatory variable that would measure the amount of local debt activity in a 

state. 

 We regret to stay that in order to do this appropriately; we would need to 

account for the fact that the amount of local debt in a state is endogenously determined 

with the amount of state debt in a state.  That is, the same explanatory variables used in 

the above regression explain both state debt and local debt.  A more advanced 

regression analysis (two-stage least squares) is necessary to account for this (to yield 

results with any confidence) and it requires the finding of multiple, measurable factors 

across all states that determine the amount of debt issued by local governments and 

that do not determine the amount of debt issued by state governments.  We have 

concluded that such measures are not readily available and thus we cannot fulfill the 

Treasurer’s request on this. 


